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October Economic Performance Mixed
Outlook i1sfor Slower Growth

TheFairfax County Coincident I ndex,
which representsthe current state of the County’s
economy, was 103.99in October, down 0.02 per-
cent from September. Thiswasonly thelndex’s
second declinein 1998. For theyear, the Index
hasincreased 0.61 percent through ten months,
exceeding itsgain for the sameperiodin 1997.
ThisIndex’sdight declinein October reflected
decreasesin two of itsfour components.

Transient Occupancy Tax collections de-
creased for thefifth consecutive month; and

Consumer confidence declined for the sec-
ondtimeinthelast threemonths; while

Total employment registered astronggain
extending itsupward trend to afourth month;
and

SadlesTax reca ptshad their largest onemonth
increasesince March.

The Fairfax County L eading Index,
whichisdesigned to forecast the performance of
the County’seconomy 9to 12 monthsin advance,
was 104.74in October, down 0.54 percent from
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September. October’sdeclineinthe Index was
itssxthinten months. Still, thelndex hasgained
0.78 percent over this period on the strength of
April’sstrong performance. Excludingthislarge
one-month gain, the Leading Index has been
trending dightly negetive over theyear pointingto
theeconomy’slikely deceleration inthefourth
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Fairfax County Leading Index
Monthly Over-The-Year Changes
(Current Index Value Minus Value for Same Month
of Previous Year)
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guarter and continuing into 1999. In October,
four of the Index’ sfive components contributed
toitsdecline.

* New automobileregigtrationsdeclined for the
second timein threemonthsand for the sev-
enthtimeintheyear’sfirst ten months;

» Initid clamsfor unemploymentinsurancein-
creased (worsened) slightly for a second
month;

» Consumer expectations (confidence six
months hence) decreased for the second
monthinarow; and

»  Themeanvdueof resdentid building permits
decreased after increasing for two months;
while

* Resdentid building permitsincreased sharply
after decliningfor two months.

The Fairfax County economy remains
strong but isshowing signsof softening. Whileit
continuesto generate high level sof new jobsand
consumer spending, itsleadingindicatorsarepoint-
ingto dower futuregrowth.

CuURRENT CONDITIONS

In spiteof adlight declineinitsoverall
performance, asmeasured by the Coincident In-
dex, the Fairfax County economy continued to
generateasubgtantia level of employment growth.
For the twel ve-month period ending in October,
it added 22,956 new jobs for a 5.0 percent in-
crease. Thisisthesecond monthinarowinwhich
theannualized job growth ratewas 5 percent or
higher. Thisjob gain represented 35 percent of
thejob growth for the entire Washington metro-
politan area.

Withthiscontinuing strongjob growth, the
labor market remained very tight. Unemployment
declinedto 1.7 percent fromits 2.1 percent level
in October 1997 and the labor forceincrease of
2 percent waswell below thelevel requiredtofill
the new jobsthe economy isgenerating. How-
ever, initid clamsfor unemployment insurance
haveincreased in both September and October
pointing to adight softening of thelabor market.

Consumer confidencedropped for asec-
ondtimesincepeskingin July inresponseto grow-
Ing uncertainty ininternationa economic condi-
tionsand financial markets. Thistrend would
normaly beparalded by dower consumer spend-
ing but retail salesin October were up 9 percent
inFairfax County, again substantialy exceeding
the 6 percent increaseinretall salesnationaly.
October’'sstrongretail saesreflect theresilience
of consumersaswell ascontinued growthintheir
real digposableincomes.

Consumer spending iskey to thefourth
quarter’sperformanceand, with October’sstrong
gain, retall salesmay end theyear on an upward
trend. However, year-to-date, the County’sre-
tall sdes, onaninflation and seasondly adjusted
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basis, have grown just 0.3 percent and are well
off thenational pace of 4.6 percent.

NEAR-TERM OUTLOOK

TheFairfax County economy cannot sus-
tainanincreasing rateof growth indefinitely. Job
growth hasexceeded locally availablelabor re-
sourcesthroughout the seven-year expansonand
consumer spending has continued to grow aswell.
With the Leading Index slowly trending lower,
theeconomy islikely to decel erate over thecom-
ing severd quartersbringingitsgrowthratetoa
moresustainableleve.

Thisdowing doesnot reflect astructurd
problem or any specific or fundamental weakness
intheeconomy. Rather, it reflectstheresultsof
cyclica dynamicsas consumersregroup and pay

down some of their revolving debt and the
economy adjuststo changingleve sof demand and
costsof production.

TheFairfax County economy hasoutper-
formeditsgrowthforecast in 1998, generatingthe
highest levels of jobs and total output (gross
county product) of the decade. Theforecast for
1999 pointsto slower growthin jobsand outpuit.
However, eventhese slower rateswill consider-
ably exceed growth at the nationa and metropoli-
tanlevels.
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Fairfax County, Virginia Economic Indicators
Current and Previous Months

Economic Indicator Estimates Percent Change
Oct-98 Sep-98 Oct-97 Sep-98 Oct-97

Prelim. Final Final to to
Oct-98 Oct-98

Fairfax County Business Cycle Indicators
Coincident Index (1987 = 100) 103.99 104.00 103.24 -0.02 0.73
Leading Index (1987 = 100) 104.74 105.30 104.42 -0.54 0.31

Fairfax County Coincident Index Components

Total Covered Employment (Seasonally Adjusted) 482,927 480,158 459,971 0.58 4.99
Total Covered Employment (Unadjusted) 481,435 481,531 458,550 -0.02 4.99
Transient Occupancy Tax ($'000='87, Smoothed, Seasonally Adjusted) 293.7 318.1 228.6 -7.68 28.48
Transient Occupancy Tax ($'000=Current, Smoothed Only) 483.4 484.1 359.0 -0.15 34.66
Sales Tax Receipts ($'000='87, Seasonally Adjusted) 8,050.8 7,381.0 8,023.8 9.08 0.34
Sales Tax Receipts ($'000=Current, Unadjusted) 8,918.5 8,941.3 9,041.0 -0.26 -1.36
South Atlantic Consumer Confidence 174.3 178.9 162.4 -2.57 7.33

Fairfax County Leading Index Components

New Automobile Registrations (Seasonally Adjusted) 5,357 6,307 6,158 -15.06 -13.01
Automobile Registrations (Unadjusted) 5,155 7,172 5,926 -28.12 -13.01
Initial Unemployment Claims (Seasonally Adjusted) 714 711 943 0.53 -24.22
Initial Unemployment Claims (Unadjusted) 657 595 867 10.42 -24.22
South Atlantic Consumer Expectations 96.7 105.0 1155 -7.90 -16.28
Residential Building Permits (Number of Units, Seasonally Adjusted) 828 501 465 65.33 78.02
Residential Building Permits (Number of Units, Unadjusted) 899 537 505 67.41 78.02
Average Residential Building Permit Value ($='87 Per Unit, Seasonally Adjut 55,980 86,174 78,026 -35.04 -28.25
Average Residential Building Permit Value ($=Current Per Unit, Unadjusted) 76,444 113,734 101,563 -32.79 -24.73

Fairfax County Labor Force

Total Labor Force (Seasonally Adjusted) 546,655 547,143 536,056 -0.09 1.98
Total Labor Force (Unadjusted) 541,877 543,204 531,371 -0.24 1.98
Unemployment Rate (Percent, Seasonally Adjusted) 1.70 1.76 2.05 -- -
Unemployment Rate (Percent, Unadjusted) 1.71 1.90 2.06 -- -

Notes: All components included in the indices are seasonally adjusted. In addition, those expressed in dollar value (Average
Building Permit Value, Transient Occupancy Tax, and Sales Tax) are expressed in constant 1987 dollars. Initial Claims are
inverted prior to inclusion in the Leading Index; that is, an increase in claims results in a decrease in the index and visa versa.
Because of its quarterly collection schedule, the Transient Occupancy Tax is smoothed. Unadjusted data (italics) and Fairfax
County Labor Force data are not included in either index, but are shown for informational purposes. All percent changes are
calculated from unrounded data.

Prepared by: Inquiries should be directed to:
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George Mason University The Fairfax County

Department of Management and Budget
12000 Government Center Parkway, Suite 561

We areontheweb at: Fairfax, Virginia 22035-0074
www.co.fairfax.va.us/comm/
economic/economic.htm

(703) 324-2391 or 1-800-828-1120 (TDY)




